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Category/Department:  Nicaagua
Published:  1996-07-18
During the past three years, the Nicaraguan government has aggressively promoted foreign
investment in the country as part of a broad plan to begin developing Nicaragua's vast but largely
untapped natural resources. As a result, dozens of foreign companies are now exploring investments
in mining, forestry, and fishing, and many investors have already launched new business ventures.
The influx of foreign capital, however, is generating widespread concern among community
organizations and grassroots groups about potential environmental damage, especially from mining
and forestry projects. Municipal-level administrations and community organizations demand that
the government withhold licenses for all new business ventures until adequate environmental-
impact studies are completed on a case-by-case basis. And, in some instances, opposition groups
are demanding that proposed projects be abandoned entirely. During the past three years, foreign
direct investment in Nicaragua has nearly tripled, growing from a total of US$12.17 million in
registered investment in 1993 to US$33.45 million in 1995.
Moreover, the government says that the total value of direct foreign investment now entering the
country on an annual basis may be substantially higher, since many companies make investments
without officially reporting them. According to the Ministry of Economy (MEDE), at best only about
60% of new foreign private investment is actually registered with MEDE, meaning that some 40% of
annual investment goes unreported.
Thus, MEDE estimates that foreign direct investment in the country may have reached US$56
million in 1995, up from about US$20 million in 1993. By far the fastest growing investment pole
is mining, which attracted US$13 million in 1995, nearly twice the level invested in services, the
second-largest category for foreign investment (see table). The fishing industry also attracted US
$4.13 million in 1995, a three-fold increase from the US$1.33 million invested in 1994, making the
fishing sector the third-largest recipient of foreign investment last year.
The jump in mining and fishing investments reflects government efforts to make the exploitation
of Nicaragua's extensive natural resources a cornerstone of economic growth and development.
According to government officials, the country's mineral, forestry, and maritime resources are
extremely underexploited, and their potential for growth is enormous, especially on the nation's
vast Atlantic Coast. The Atlantic Coast region contains some of the world's few remaining expanses
of unexploited and relatively accessible tropical rain forests, as well as huge and largely untapped
precious-mineral deposits, particularly gold. Rayfield Hodgson, governor for the southern half of
the Atlantic Coast (Region Autonoma del Atlantico Sur, RAAS), estimates that the coastal forests
represent a potential commercial value of more than US$3 billion if the country were to adequately
develop the timber industry there. According to Hodgson, there are about 300,000 hectares of
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exploitable forest reserves in the RAAS, plus another 900,000 ha in the northern half of the coast
(Region Autonoma del Atlantico Norte, RAAN).
Just in the RAAS, Hodgson says there are at least 15 commercially viable gold deposits, which have
generated widespread interest among foreign mining companies because of their profit potential. In
one case, Hodgson says an exploration license was granted to a Canadian company, which then sold
about US$4.2 million in shares in the venture on the Canadian stock exchange at US$13.50 per share.
"With nothing more than an exploration license in hand, the company was able to sell about US$4.2
million in shares, which clearly demonstrates the magnitude that our mining reserves represent to
investors," said Hodgson.
According to officials, the government is promoting mining-exploration concessions on a total
of about 4 million ha of land around the country. Some 50 foreign firms are already negotiating
for licenses with President Violeta Chamorro's administration. And, in fishing, the Ministerio de
Economia y Desarrollo de la Pesca (MEDE-PESCA) says that currently even though fish exports
already account for nearly 15% of the country's total export income Nicaragua is only tapping into
about 15% of its maritime production potential. Given government plans to develop the fishing
industry, MEDE-PESCA expects that, during the next six or seven years, fishery activities will grow
steadily to reach about US$150 million in annual income, compared with about US$23 million
earned in 1995. Income from mining, fishing, and forestry has already grown markedly during the
past three years, largely as a result of government efforts to promote investments.
Earnings from the fishing sector jumped by 28% between 1993 and 1995, from US$18 million to
US$23 million. And, MEDE-PESCA says that in the first two months of 1996, the fishing industry
grew by another 20%-25% compared with the same two-month period in 1995. Income from mining
also jumped by about 20% from 1993- 1995, growing from about US$15 million to US$18 million. In
contrast, income from silviculture only increased by 8% in the 1993-1995 period, climbing from US
$6.5 million to US$7 million.
Nevertheless, when taken together, fishing and forestry activities now account for about 5% of GDP
generated in the primary sector, which includes agriculture, livestock, fishing, and silviculture.
Given the vast growth potential on the Atlantic Coast, Hodgson says that the government has
designed a broad development plan for that region. On the one hand, the government is seeking
funds for infrastructure projects that would facilitate productive activities, including a modern
highway to link the east and west coasts, construction of a small international airport, and
installation of a deep-water port in the southern Atlantic region near Bluefields.
On the other hand, local and national administrations are aggressively promoting investment
opportunities among foreign investors, which, in addition to mining, fishing, and forestry,
is generating interest in petroleum exploration, African palm and rubber plantations, paper
production, and the establishment of a duty-free export zone on the coast to facilitate the installation
of maquila industries. According to Hodgson, investors from Taiwan, Singapore, Malaysia,
Mexico, Spain, the US, Jamaica, and Guatemala have expressed interest in setting up businesses,
and many are already negotiating contracts. Investment surge fuels environmental-protection
programs Nevertheless, the influx of foreign private investment plus the government's effort to
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rapidly develop the country's natural resources have raised widespread concern about potential
environmental damage, which in turn has spurred a broad environmental movement in Nicaragua
to promote sustainable-development policies.
In fact, an intense campaign by community organizations and grassroots groups around the country
helped push a new Environmental Protection Law (Ley del Medio Ambiente) through the legislature
in late March. Although approved by the government, in practice the law will not take effect until
a series of new parallel laws are also passed, which will include specific rules and regulations
governing fishing, mining, and forestry development that will allow environmental-protection
measures to be enforced in those sectors.
Once the environmental law is operative, it will mandate the creation of a National System for
Protected Areas and a National Environmental Information System. The former will establish
clear guidelines that property owners in protected areas must abide by, while authorizing,
in some cases, the confiscation of property if owners do not comply. The latter will provide a
comprehensive database of information on environmental affairs throughout Nicaragua. Growing
community awareness and action has also encouraged the government to plan and carry out other
environmental programs, especially reforestation.
In late May, for instance, the Ministry of Environment and Natural Resources (Ministerio del
Ambiente y Recursos Naturales, MARENA) sent a bill to the legislature that, if approved, would
provide major exemptions from income and property taxes for owners and businesses that initiate
reforestation programs on their lands. In addition, the government is coordinating two national
reforestation projects. One program, FONDOSILVA, is aimed at reforesting targeted areas in the
departments of Madriz, Esteli, Matagalpa, Nueva Segovia, Managua, and Carazo.
The program has an initial budget of about US$1 million, most of which has been donated by the
Swiss government. In 1996, the government estimates that 1,500 ha of land will be replanted under
the FONDOSILVA project. The Inter-American Development Bank (IDB) has also approved funding
for a program to reforest the banks of six rivers: Grande de Carazo in Esteli, Dipilto and Jicaro in
Nueva Segovia, San Francisco and Molino Norte in Matagalpa, and Giguina in Jinotega. Some funds
will also be channeled into reforestation efforts on the southern shore of Lake Managua.
As a result of the reforestation programs, the government claims that the rate of deforestation has
dropped significantly, notwithstanding the Chamorro administration's efforts to open virgin rain
forests to lumber companies. According to official estimates, in 1990 about 150,000 ha of forests were
being cut down annually, with only about 1,500 ha reforested per year. But by 1995, the government
says that the average level of deforestation had dropped to 80,000 ha per annum, with about 12,000
ha being replanted each year.
Meanwhile, seminars, conferences, and consciousness- raising campaigns are steadily increasing
public awareness about environmental affairs, and that, in turn, is generating even greater pressure
on the government to do more to protect the environment. During the first week of June, for
example, the Universidad Autonoma de Nicaragua (UNAN) hosted a week- long conference on
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environmental concerns to commemorate "Global Environment Day" on June 1. At the conference,
officials and representatives from nongovernmental organizations discussed an agenda for
environmental protection in Nicaragua during 1996 and beyond.
During his address to the conference, MARENA head Claudio Gutierrez Huete said that the
government is focusing on six goals for 1996:
*passage of the parallel environmental laws and implementation of the new rules and regulations;
*strengthening of government efforts to verify that protected areas are not being abused (currently
Nicaragua has 72 protected zones but only six of those are actually being guarded by the
government because of a lack of resources);
*intensification of reforestation efforts; *strict government enforcement of anti-pollution measures
among industries and use of government environmental surveys to measure the impact of
protection measures on natural resources;
*environmental-education campaigns; and
*administrative reorganization around the country to make MARENA services more efficient at the
municipal level.
Community groups say government efforts are not enough Nevertheless, notwithstanding the
government's apparent willingness to develop and enforce environmental regulations, community
organizations and grassroots groups fear that the Chamorro administration's aggressive efforts to
attract foreign investment to exploit the country's natural resources create an inherent conflict of
interest. Indeed, the government has come under heavy criticism from opposition groups around
the nation for rapidly approving new business ventures in mining and forestry without adequately
assessing their environmental impact. In some cases, the government has pushed forward with
concessions despite bitter opposition by local groups, leading to heated conflicts with grassroots
organizations.
A series of mining concessions in the south Atlantic Coast, for example, has galvanized opposition
by local mayors and grassroots organizations in the area, who fear that the projects will do
irreparable damage to the tropical lowlands along the San Juan River, most of which is officially
recognized by the government as a protected zone. In one case, the government is reviewing
requests by mining companies to exploit some 500 sq km of area directly along the river for gold.
"For the sake of thousands of living creatures we appeal to geologists, mayors from neighboring
municipalities, and professionals from distinct academic fields to support our campaign against
mining along the banks of the Rio San Juan," said Napoleon Ruiz, mayor of the town of Castillo
Rio San Juan, during a speech at the UNAN in Managua. "In Rio San Juan we are enthusiastically
carrying out ecotourism projects that will help develop the local community. We cannot allow the
mining companies to come in and damage the delicate ecosystem in the area."
In another project, the government already granted an operating license for the Canadian company
Erick Lavorack and the domestic firm Cristo Rey to jointly develop a gold mine in Nueva Guinea
in the department of Chontales, just north of Rio San Juan. But the local Comision Municipal de
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Defensa del Medio Ambiente and the Consejo Municipal de Nueva Guinea are united in opposition
to the project, which they say rests smack in a region that last year the government declared a
protected area and a target zone for model sustainable- development policies. In these cases and
others, local groups claim that the government sidestepped its obligation to carry out necessary
environmental-impact studies.
Moreover, they complain that the government has paid scant attention to input by mayors and
community organizations, and in some cases ignored their protests entirely. "We are not against the
state granting concessions, but they must adequately take into account ecological factors and the
opinions of the municipal governments and community organizations," said Alejandro Valdivia,
president of the Asociacion de Municipios de Nicaragua (AMUNIC). "The problem is serious
because it's not just mines but also extensive areas being opened up to exploitation of maritime and
forest resources without any real accountability by the companies receiving the contracts regarding
the ecological damage that they could cause."
AMUNIC, which unites mayors from around the country, has appealed to the government to
suspend all new mining, forestry, and fishing concessions until after the parallel laws are passed
by the legislature and the new environmental- protection law becomes fully operational. "The
Legislative Assembly should approve a moratorium that forces the central government to stop
granting concessions indiscriminately," said Valdivia. The reaction by local communities has even
inspired the country's traditionally conservative Roman Catholic Church to take a stand on the
issue. "It is all right to exploit our land in an attempt to create employment opportunities so that our
people can earn an honest living," said Cardinal Miguel Obando y Bravo, Archbishop of Nicaragua.
"But government officials must open their eyes to reality, adequately weigh the costs and benefits
of projects, and adopt the measures necessary to protect the environment. I have been told that
in certain places where mines are being developed immense tractors are used that cause massive
destruction to trees and everything else in their path."
In some cases, such pressure has pushed the government to temporarily suspend concessions to
carry out environmental- impact studies. In other cases, however, the Chamorro administration
has adamantly resisted protests by opposition organizations. One such ongoing dispute involves
government concessions for forestry projects in the Atlantic Coast's northern zones, where local
government officials say indiscriminate granting of licenses to timber companies is leading to
irreparable damage to the tropical rain forests. In March, members of the local government council
for the RAAN declared an "ecological emergency" in the region because of the concessions.
Among other things, the regional council appealed to the courts to legally force the government to
rescind a 62,000 ha concession made to a Korean company, Kum-Kyung. Through its local subsidiary
Solcarsa, the firm agreed to make a US$20 million investment, with plans to log and also set up
secondary sawmill, plywood, and furniture industries. Exploitation operations have been stalled
pending the outcome of the legal dispute, but the government refuses to back down unless legally
forced by the courts to withdraw the contract. "Such projects are being pushed by the government
without any planning or control, and it's putting the ecological system in grave danger" warned
RAAS governor Rayfield Hodgson.
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Already the level of exploitation of forest reserves has caused major ecological damage in various
zones on the Atlantic Coast, in some cases irreparably. The attitude of the government in these cases
is irresponsible. For the good of the country's economic future we must take careful precautionary
steps to guard against over exploitation of our natural resources." [Sources: International Market
Insights, US Embassy (Nicaragua), 03/01/96; Inforpress Centroamericana (Guatemala), 05/09/96;
Barricada (Nicaragua), 04/15/96, 04/18/96, 05/29/96; Panarama Centroamericano, Informe Especial:
Evolucion de la economia centroamericana en 1995 y perspectivas para 1996 (Guatemala), June 1996;
La Prensa (Nicaragua), 03/18/96, 03/19/96, 05/27/96, 05/28/96, 06/05- 07/96; La Tribuna (Nicaragua),
03/22/96, 03/26/96, 04/10/96, 04/13/96, 04/18/96, 05/14/96, 05/21/96, 05/23/96, 05/29/96, 06/06/96,
06/07/96; New York Times, 06/25/96; Agence France- Presse, 07/10/96]
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